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KEY ECONOMIC INDICATORS (in $ millions) 2. 


1975 (est) 1975/1974 
% increase(a) 


Income and Production 


Gross Domestic Product 
At Current Prices 
Constant Prices 


Production 
By Sector (Constant 
Prices) 
Agriculture and Fisheries 
Manufacturing 
Mining 
Energy 
Construction and 
Public Works 
Government Budget (Current 
Prices) 
Operations 
Capital 
Gross Investment 
% GDP 
National Income per capita 


Money and Prices 


Money Supply 
Price Indices (1970 = 100) 


Consumer 
Wholesale 


Balance of Payments & Trade 


Foreign Exchange Reserves 401 (4 month equiv) 
Current Account Balance -211 
Basic Balance 0 
Foreign Trade (Current 
Prices) 
Impor:=s (C and F) 
from U.S. 56 
Exports (FOB) 404 
e658. 57 
Debt Service Ratio 
(External Debt Service/ 
Current Earnings) ee ‘ 8.3 


Exchange Rate $2.27=1TD $2.29=1TD $2.49=1TD 


Source: Ministry of Plan, Rapport sur le Budget Economique, 1976 
(a) Distorted by use of dollar equivalents in table calculated at 


prevailing exchange rates for each year. The statistics in the text 
do not take into account exchange rate adjustments. 





TUNISIA 


SUMMARY 


Manufacturing and tourism were the 1975 growth sectors in the 
Tunisian economy, while the agricultural sector performed better 
than anticipated in registering a small gain. Mining and chemicals 
were depressed by relatively adverse world market conditions for 
phosphates and petroleum. A recovery in the phosphate market, an 
anticipated major growth year in agriculture, and continued returns 
from recent domestic and foreign investments in manufacturing result 
in a good prognosis for 1976, the final year of the current Four 
Year Plan. 


The external sector was hurt by a weak merchandise export performance 
after the spectacular increase in 1974, although tourism revenues 
reduced the deficit on current account to a manageable level. 

Private foreign investment and concessional aid donors, led by the 
World Bank, provided sufficient capital inflows to equalize the overall 
Balance of Payments. Domestic inflation was moderate in today's world 
standards. 


A review of the 1976 investment program ($1.1 billion)'and preliminary 
disclosures of the investment program in the 1977-81 Fifth Plan 
(approximately $1.6 billion per year), reveal significant prospects 

for U.S. trade and investment in Tunisia. These opportunities are 
tempered, -however, by historical and institutional difficulties 

faced by U.S. businessmen attempting to penetrate the Tunisian 

market, and will require a concerted effort by U.S. business to be 
realized. 





Current Economic Situation and Trends 


Buffeted by world economic recession and rising prices of imported 
manufactured goods, the Tunisian economy performed well in 1975. 
Estimated gross domestic product rose 9.1% in real terms in 1975, 
led by manufacturing, construction and tourism. National income 
per capita increased 12%, after a 32% increase in 1974. Much of 
this increase has been channeled into investment as reflected by 

a 23% domestic savings ratio. Pressure on productive capacity 
resulted in substantial price increases in certain sectors. A 
modest 91 million TD foreign trade deficit in 1974 grew to roughly 
230 million TD in 1975; foreign exchange reserves were maintained, 
however, due primarily to‘a record year in tourism and continued 
concessional capital inflows. 


To briefly review performance by sectors, agricultural production, 
which had a good year in 1974, marked a small advance in 1975 
despite the down year in the olive oil cycle. Cereals posted a 
record year, approaching 1.3 million metric tons; a prolonged 
winter drought was a vivid reminder of the stubborn sensitivity 

of this sector to weather and chance. Water use and management 
are clearly priority concerns to the government as reflected by the 
significant investments program devoted to water resources. Other 
cash crops (dates, citrus, vegetables) were stable. The fishing 
industry is beginning to react to a program of fleet expansion and 
port development and shows promise of becoming a substantial 
contributor to the agricultural sector. Agricultural processing, 
obviously dependent on agricultural pucput, was stationary, due 
primarily to the reduced olive crop. 


In industry, the mining and chemical subsectors - the stars of 

1974 - were depressed by a strong world market reaction to high 
phosphate prices. Although mining continued apace, much production 
of phosphate rock was stockpiled rather than offered at lower prices 
to stimulate sales. Phosphate processors stopped production for 
several months due to the low world price of triple-superphosphate 
and phosphoric acid; overall production in-the chemical industry 
declined 15% in real terms. A recovery of demand is expected in 
1976, along with a substantial increase in production as new mines 
and plants come into operation. 


The energy sector was mixed; petroleum revenue decreased because of 

a fall in crude prices to Tunisia. Increased production of lower 

grade crude from the Ashtart offshore field compensated for the 
continuing decline at El Borma. Petroleum exploration activity 
continued at a relatively high Level, although no new oil discoveries 
were announced and plans to develop the promising but distant 

offshore Isis field were suspended. Announced offshore natural 

gas reserves of over 100 billion cubic meters bode well for the future. 
Electric power generating capacity passed 1 million kws, with plans 
announced to double capacity by 1981. 


Manufacturing, other than chemicals, lead the industrial sector in 
growth - a result of recent investment programs (both foreign and 
domestic) - which have spurred output in textiles (+ 21%), 
mechanical and electrical industries (+ 17.5%) and construction 





materials (+ 27%). Increased domestic demand, particularly for 
construction materials, and export markets developed by foreign 
investors attracted by the Export Industries Law of 1972, contributed 
to this advance in manufacturing which created over 15,000 new jobs 
during 1975. Rounding out the industrial sector, construction, both 
residential and industrial, was unable to keep up with demand, 
despite an 18.7% increase, indicating a need for more efficient 
methods and a more trained labor force in the building trades. 


The striking recovery of the tourism industry highlighted the service 
sector. Tourist arrivals passed 1,000,000 for the first time (the 
previous high being 750,000 in 1972) and gross tourism revenues 
increased by over 50% to an estimated 134 million TD, of which 
$300 million equivalent was in foreign exchange. The national 
airline continues to benefit from the growth in tourism, adding 

a fifth Boeing 727 in 1975, with two more on order for 1976 and 
plans for two wide-bodied aircraft in 1977/78. Land and sea 
transportation have not progressed as well as planned, although 
orders have been placed by the national shipping line for 

new ships. 


Labor and Capital 


An increasingly complex and industrialized society is manifesting 
itself in some labor/management frictions which are nevertheless 
quite mild when compared to developed economies. Government - 
supervised collective bargaining agreements (Conventions Collectives) 
are now prevalant in the industrial and service sectors, establishing 
a firmer basis for evolving industrial relations. The June 1, 1975 
minimum wage increase, although restricted in its initial effects 

to the bottom of the wage pyramid, along with an escalator clause 
built into the minimum wage system, provide some protection for 
workers against price increases. A revitalized national labor union 
defends worker interests and seems to enjoy the confidence of most 
workers. 


Capital formation, 453 million TD in 1975 or 26% of GDP, is relatively 
high'even, for a developing country and, more significantly, almost 
half (43%) resulted from direct private investment with a substantial 
amount raised on the domestic money market by government enterprises. 


Money and Prices 


Domestic consumer prices posted a-9.1% increase in 1975, attributable 
in part to increases in the controlled prices of bread, cooking oil 
and sugar. A 25% increase in the money supply caused excess 
liquidity, some of which found its way into speculative real estate 
leading to sharp price increases for housing. Domestic inflation 
does not seriously affect Tunisia's international competitive 
position, however, except for'tourism and handicrafts, since most of 
its export prices are determined by world market conditions rather 
than cost of production. For example, Tunisia's export price index 
fell in 1975 by approximately 7.5%. 





The money supply is difficult tq coptrol in Tunisia, given 

dominant economic policies designed to encourage investment, 
attract foreign loan and fiuvestment capital, and maintain low 
interest rates. New banking regulations, introduced in February 
1975, requiring commercial banks to extend more medium and long 
term loans and participate to a greater degree in development 
projects, should channel more liquidity into longer term investment 
instruments. Stimulating greater output would permit a high rate 
of money creation without undue pressue on prices. 


Balance of Payments 


Exports in 1975 fell from the 1974 record peak, while imports needed 
to sustain the developmeht effort continue to rise rapidly. Despite 
reasonably diversified sources of foreign exchange, earnings fell 

in 1975 after virtually doubling in 1974. Phosphate rock and 
processed phosphate products were the victims of high 1974 prices 
which diminished demand; olive:oil succumbed to a new Common Market 
oils policy (plus an overstock seed oil situation in Italy); 
petroleum revenue suffered from falling crude prices to Tunisia; 
workers’ remittances felt the impact of European recession. Only 
tourism, with a record year, posted substantial gains, followed by 
textiles, a new entrant in the major export category. Imports, 
despite tight controls, particularly for consumer and luxury goods, 
increased 25% in 1975, more than half of the rise attributable to 
price increases. Imports cannot, however, be meaningfully reduced 
since industrial goods to supply the ambitious investment program 
and semi-finished goods destined to be reexported already account 
for about 75% of total imports. 


Fortunately, long term capital from investment and concessional sources 
was sufficient to cover the estimated 85 million TD current account 
deficit in 1975 with minimal recourse to commercial borrowing. In 

the future, Tunisia's favorable external debt situation would allow 
substantially expanded commercial borrowing. Tunisia's first 
Eurodollar placement was being negotiated in 1975. The larger 
commercial component in the 1976 external financing plan reflects a 
growing awareness on the part of Tunisian government officials of 

the role such financing can play in fulfilling Tunisia's new 
development plans. 


IMPLICATIONS FOR THE UNITED STATES 


Tunisian economic planning is designed to identify economic problem 
areas, establish goals, and guide the economic decision makers, both 
public and private, to achieve these goals. Within this context, 
there is considerable latitude, even strong encouragement, for 
private investment. Foreign private investment, particularly in the 
“manufacturing for export" sector, benefits from the favorable 1972 
Investment Law and from the administrative assistance available 
through the Investment Promotion Agency (API). For 1976, an 
investment program (public and private) of $1,127 million is planned 
in an attempt to achieve a 12% increase in GDP. Details of the 

5th Plan (1977-81) are still being developed although some priority 





sectors and projects have been announced. Investment for the 
5th Plan is targeted at $1,750 to #2,100 million per year. 
Below are sketched several areas which appear to be particularly 
promising for U.S. trade and investment interests: 


- Electric Power: A major investment program to be undertaken 
by the state power company (STEG) is designed to double power 
output by 1981. Tenders have been issued for a 300 MW steam 
generating plant and two gas turbine plants totalling 90 MW. 
Further generating and distribution infrastructure will be 
added under this 200 million TD program. 


- Natural Gas: The government appears committed to developing 
the offshore natural gas field at a cost of about $1,250 million 
in order to attract gas-based industries. The government is 
seeking foreign participation in this development, which will 
require major foreign engineering and construction services 

and equipment. The availability of this gas for industrial use 
should also help attract foreign investment to Tunisia, 
particularly for the proposed industrial park at the onshore 
terminus of the gas pipeline, increasing employment outside 

the Tunis area. 


- Oil Refinery: To reduce Tunisian imports of refined petroleum 
products, the government plans an immediate major expansion of 

the present oil refinery in Bizerte, in which it recently acquired 
100% interest. The possibility of an eventual second refinery 


is still under consideration. 


- Phosphate Mining and Processing: The expansion program in 
phosphate mining continues and a large market for replacement 

and modernizing equipment is developing. A proposed nitrogenous/ 
phosphatic fertilizer plant offers an opportunity for U.S. suppliers 
to break into the substantial Tunisian market for phosphate 
processing equipment. 


- Cement: Planning is underway on three cement plants totalling 
over 2 million tons, with two additional plants proposed for the 
Sth Plan. Presently, Tunisia imports over half of its cement 
needs (750,000 tons anticipated in 1976) but could be a net 
exporter upon the realization of this expansion program. Other 
construction materials, particularly brick, are enjoying similar 
growth and investments, including substantial exports to Libya. 


- Transportation and Communications: Railway modernization, 
including new track, introduction of a standard guage line, 

rolling stock and signal systems, a new terminal for Tunis, link-up 
with the Trans-Maghreb system; continued expansion of the merchant 
fleet with new and used ships of moderate tonnage, and the 

eventual satellite hook-up for telephone and television represent 

a $200 million per year market which is still growing. 





- Textiles: The 1972 Investment Law has resulted in a major 
proliferation of textile and garment plants in Tunisia, producing 
for export to the European market. Investment in textiles has 
been running at $25 million per year - and should remain high as 
expansion and replacement programs continue in foreign and 
domestically owned plants. 


- Agriculture: Investment in irrigation distribution systems will 
be $50 million in 1976 as existing agricultural perimeters are 
expanded; plans for 2 major new dams will keep expenditures high 
in this area for the forseeable future. Specialized techniques 
and materials for land management in desert and near desert areas 
will be in increasing demand. A Department of Commerce Technical 
Sales Seminar will visit Tunisia in May 1976 in response to the 
market potential in this sector. Investment in the agricultural 
sector presents certain difficulties due to Tunisian land tenure 
laws, and efforts are being made to clarify the potential for 
agribusiness ventures with foreign capital in Tunisia. 


- Tourism/Leisure Activities: As hotel building phases out, 
increasing interest and money is being directed to leisure activities 
(golf courses, tennis courts, casinos). One major new tourist 
complex, Sousse-Nord, is: being planned in the integrated resort 

mode involving hotels, condominiums,-sports facilities and 
residential areas - a total investment of $300 million is foreseen. 


This listing is not intended to be exhaustive of the trade and 


investment possibilities in Tunisia. Heavy industrial equipment, 
medical and hospital equipment, office machinery and computers, 
and air-conditioning systems are traditionally good U.S. markets 
here. Investment possibilities also exist in mechanical and 
electrical assembly operations, for example. 


Although actual U.S. exports to Tunisia have risen in recent years, 
the U.S. share has fallen steadily reaching 6% of total imports in 
1975. Efforts to significantly expand the U.S. share of Tunisia's 
imports start with at least two strikes against them. First, the 
U.S. exporter is distant geographically; contributing to delays and 
high transportation costs; second, the U.S. and Tunisian businessmen 
literally and figuratively do not speak the same language. Tunisian 
businessmen, for example, are not as price and quality conscious 

as the American businessman, a: result principally of the “economy 

of scarcity" sellers’ market which once prevailed in Tunisia. To 
overcome these handicaps, American business interests must make 
exceptional and sustained efforts if they wish to recover and 
improve upon the share of the market once held through American 
Agency for International Development financing and agricultural 
sales. 


On the positive side, overt tariff preferences previously accorded 

to Common Market suppliers have been eliminated in the new 
EEC/Tunisia agreement. Official Tunisian policy is non-discriminatory 
as to source of import. The new U.S.-Tunisian Joint Commission, 
working through its subcommission on Trade and Investment, should 





contrtbute to increasing U.§. exports to Tunisia, particularly 

with regard to non-tariff and administrative difficulties. The 
large World Bank and Arab fund loans to Tunisia provide a 
significant source of untied funds available for U.S. participation 
in major projects. 


The Tunisian market is generally not large enough, nor does it 
generate the gigantic projects of some Near Eastern countries, 

to justify on-the-spot American business representatives focused 
on Tunisia alone. In this situation, strong agency/distributor 
relationships with good technical, service, and follow-up support 
from the parent company are essential, and provide the most 
promising means for U.S: export expansion. U.S. exporters 

will probably find their progress in Tunisia steady, but not 
spectacular. 
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Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 plus the given extension. 


Africa Far East 
West and Central Africa 3865 Australia and New 
East and South Africa 4927 Zealand 3646 
Europe East and South Asia 5401 
France and Benelux Japan 2425 
Countries 4504 Southeast Asia 2522 
Germany and Austria 5228 Latin America 
Italy, Greece and Turkey 3944 Brazil, Argentina, 
Nordic Countries 3848 Paraguay and Uruguay 5427 
Spain, Portugal, Switzer- Mexico, Central America 
land and Yugoslavia 2795 and Panama 2314 
United Kingdom and Remainder of South 
Canada 4421 America and Caribbean 
Countries 2995 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 5737 
Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 5767 
iran, Israel, Egypt 3752 


Bureau of East West Trade 


Eastern Europe 
USSR 
Peoples Republic of China 





It's good 
business 


to base your business decisions 
on the facts. 


U.S. INDUSTRIAL OUTLOOK puts the facts at your 
fingertips. It could be the best investment you will 
make this year. 


A great bargain for small business: the services of a 
staff of 100 industry analysts for $5.45 per copy. 
Helpful statistics, analyses and comments on more 
than 200 industries to back up your own business 
judgment. 


U.S. INDUSTRIAL OUTLOOK 1976 gives you the facts 
you need about actual product and industry shipments, 
exports, imports, employment trends since 1967 with 
projections for 10 years into the future. 


A service of the U.S. Department of Commerce, 
Domestic and International Business Administration, 
to foster the progress of business. 
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